STATEMENT OF PURPOSE
RS24411

This resolution authorizes the Legislative Council to appoint a committee to undertake and
complete a study of the public school funding formula and to make recommendations. The
committee will evaluate the existing formula to assess how it meets the needs of different learning
modalities, serves Idaho students, and provides fiscal stability to public school districts and public
charter schools.

FISCAL NOTE

The cost of the study is not expected to exceed a total of $10,000. The study will be paid for by
the Senate and the House of Representatives from their existing appropriation in the Legislative
Account.

Contact:
Representative Wendy Horman
(208) 332-1000
Chuck Winder, Senator
(208) 332-1000
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Idaho’s Funding Formula
Senate Bill 1560 Nearly a Decade Later

Idaho’s current funding formula has been in place for nearly a decade. There have been only a few
changes in the original legislation, SB1560. In 1999 The Matrix Group, Inc. prepared a study of the
implementation of the statute; the study also offered four recommendations for improvement. For the
past couple years, there have been efforts to change parts of the funding formula.

Robin Stanley, Superintendent of the Mullan School District, wrote: “Before we change it (the current
funding formula) we need to know why we got it in the first place. We need to make sure that any
changes don’t make things worse rather than better.”

This white paper was commissioned by the Board of Directors of the Idaho School Superintendents’
Association to provide a historical perspective on SB1560, providing information on why certain
components of the legislation exist and how the “pieces came together.”

Several important events occurred prior to and during the 1994 Legislative Session:

e [n 1990, two lawsuits were filed in district court by 49 school districts against the State of Idaho over
the issue of school funding.

° In 1993, the Idaho Supreme Court held that the issue of “thoroughness” had not yet been resolved
and remanded the case back to district court for trial, at a time after the 1994 Legislative Session,
providing the opportunity for the issue to be resolved in a non-judicial forum.

° In March 1993, a “Select Committee on Thoroughness” was created by the Idaho Legislature to define
“thoroughness” and to look for solutions to school funding problems. As a result of this group’s work,
I.C. 33-1612, defining “thoroughness,” was enacted. The group was not successful in finding a solution
to the school funding issues.

* In October 1993, a committee named by Governor Andrus and State Superintendent of Public
Instruction Evans presented a definition of thoroughness and some possible solutions to the funding
of Idaho’s schools.

e In the weeks before the 1994 Legislative Session, a proposal was crafted, based on the best of the
State of Washington’s funding model and the best thinking of the committee to formulate a new
funding formula for the State of Idaho.

What were the major issues?

e Disparity in teacher salaries among the school districts, such as top salaries ranging from $25,000 to
$40,000.

e Disparity in class sizes across the state, ranging from 20 — 40 students per teacher.

* Adequacy of the pool of funds available to support the public schools.

e Equalization of operating resources available to the school districts for the basic needs of
“thoroughness.”

° Vast differences in the condition of school facilities, as documented in the 1992 school facility needs
assessment.
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As the 1994 Legislative Session approached, the plaintiffs agreed to the following:

o All districts would receive at least an eight (8) percent increase in foundation funding for the 1994-95

school year.

It was proposed that a state-wide salary and employee allocation system would be developed,

reducing the inequities in the average number of pupils per employee and salaries paid in districts.

e Support units would be used as the basis of determining employee allocations; support units were in

place and took into account the differences in district sizes.

Multipliers would be used to determine the allocation of personnel (1.10 for instructional; .375 for

classified; and .075 for administrators); additional allocations for instructional and administrative staff

were provided for districts with less than 40 support units.

A statewide salary allocation system would be used, providing column and step increases of 3.75%.

An annual goal of 82% of the national average teacher salary for the 1992-93 school year was

established, assisting in establishing the original instructional base salary in Idaho Code.

Only transcripted credits on the educational column would be used because of the variations in

professional development opportunities across the state.

¢ The administrative salary base would be set at 82% of the national average teacher salary.

The classified salary base was set at $15,000, representing the wide range of classified salaries across

the state.

A “use it or lose it” clause was included for instructional and administrative staff; within the

administrative allocation, up to 20% could be used for non-certified personnel. The “use it or lose it”

clause was included to reduce inequities in class size and pay caused by districts not using all of the

salary allocations for salaries.

PERSI and FICA allocations were made to the district in direct relation to the total salary allocation.

¢ After the salary allocation and deduction for all other statutory requirements, such as transportation
and border contracts, and program enhancements, the remaining appropriation and local property
taxes would be divided by the total number of state support units to determine the allocation per
support unit. The remaining dollars are the discretionary funds of the district used to meet
operational needs of the district.

¢ Local property taxes would be fully equalized; this would include only the local maintenance and
operational levies of the districts.

¢ The unit divisor for grades 1-3 for districts over 300 elementary students could be moved from 23 to
20m phased in over three years.

* The special education funding was to be included in the instructional allowance and not as a separate
allocation of personnel.

Everyone recognized the obvious: It would take a tremendous amount of new dollars to meet these
agreements and goals!

So what happened when the 1994 Legislative Session convened? First of all, the need for compromise
became apparent!

¢ The original bill introduced, SB1451, was held in the Senate Education Committee. Why was it held?
While agreeing to the 82% of the national goal as a starting point, senators did not want to commit to
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that goal on a long range basis. Secondly, legislators did not want a statewide salary schedule, causing
annual negotiations with the state teachers’ union.

* The dropping of the proposed statewide salary schedule resulted, primarily because the plaintiff group
recognized that the index would have the same effect, using a percentage of the average national
teacher salary of the previous year (85% was finally used, due to the amount of dollars available to
fund the change in the formula).

° The parties also agreed to expand the legislation to include support for the legislative definition of
thoroughness. Thus, the following were added: 1) $300 allocation per support unit to provide a “safe
environment”; 2) $300 per support unit for the 1994 — 95 year only for “basic curriculum” to enable
students to enter academic or vocational post-secondary education programs; 3) $200 per support
unit for the 1994 — 95 year only for teacher supplies to facilitate classroom instruction; 4) $10,400,000
for the 1994 — 95 year only for the public school technology program; and 5) $2,000,000 for the
1994 — 95 year only for the Idaho School Reform Committee. As is evident, all but the safe
environment and the technology allocation disappeared after the 1994 — 95 year.

These compromise issues, and an appropriation that added over $90 million dollars to the public
schools, resulted in the passage of SB1560 and a new funding formula for Idaho’s public schools.

What changes have occurred since SB1560 passed in 1994? Three changes were enacted in 1995:

1) Clarification that a district may contract separately for services to be rendered by non-district
employees; these employees may also be counted in the staff allowance.

2) Provision for a district to request a waiver from the State Board of Education in the event that the
staff allowance in any category is insufficient to meet accreditation standards.

3) Provision that no district’s distribution shall be less in any year than 90% of the distribution of state
educational dollars, less special program allocations received by that district in the immediately
preceding year.

The Matrix Group made four recommendations in its 1999 report. Those recommendations follow.

1) Continue to emphasize the need to increase the base salary for teachers each year in order to have
Idaho average teacher salaries remain at least 85% of the national average teacher salary for the
previous year.

2) The causes of disparity in school funding should continue to be explored.

3) The instructional index of 1.1 should be slowly increased over time, resulting in lower class sizes. The
Classified index of .375 should be increased to .400, reflecting the fact that the allocation has not
provided enough funding since the enactment of SB1560. (See the Matrix Group study for full details.)
4) Consideration should be given to allow districts with fewer than 20 support units to apply through the
State Department of Education to waive the “use it or lose it” clause in relation to administrative
allocation.
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Conclusion

It has been generally accepted that SB1560 has been good for Idaho education. Teacher salaries that
increased. This has occurred because of the way the formula is designed, providing for full equalization
of local property taxes, and the over 50% increase in market value has provided the necessary revenue
to increase salary levels, While SB1560 has decreased proportional disparities in per pupil spending and
teacher salaries, significant disparities in actual dollars continue to exist, Even though it did not result in
a significant decrease in the number of students per teacher, the formula is designed to provide for
decreasing class sizes by increasing the instructional staff allocation.

Since the passage of SB1560, new variables have come into play as well. Variables such as the erosion of
Idaho’s tax base and the declining enrollment in over half of the school districts, make random
adjustments to the current funding system all the more important to study and proceed with caution.

The late Senator Jerry Twigs, Idaho State Senate Pro Tempore, wrote in 1994: “l would like to commend
you and your fellow superintendents for your willingness to address some of the difficult and critical
issues that face education in Idaho. The comment that some of you have had to swallow hard when
coming to an agreement is a recognizable understatement. | believe you have set the tone for increased
educational opportunities for all Idaho’s children.”

Idaho’s school superintendents have provided the leadership in the past to answer the pressing issues of

school funding. They understand the issued and the impacts of various “adjustments” in the funding
formula that have been attempted by policy makers.

NOTE: This undated document was created under the letterhead of previous IASA Executive Director
Mike Friend (1991 — 2006).
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RURAL OPPORTUNITIES
CONSORTIUM OF IDAHO

Overview of State Funding for Public Education in Idaho

I[daho’s public schools receive revenue from state, local, and federal sources. This brief focuses
on the allocation of state funds for public education, which comprise the largest source of funds
for Idaho’s public schools at over 60 percent.”

School funding can be divided into two broad categories—funding to support day-to-day school
operations and funding to support capital expenditures for school facilities. Idaho provides
school funding for operations through three funding streams. The two largest, the Salary
Apportionment and State Discretionary Funds, are allocated based on formulas established in
state law. Categorical Funds support around 25 separate purposes established both in statute
and by appropriation.

Lo Idaho State Appropriations for Public
Building Blocks of the Education FY2015 (in millions)

Funding Formulas

The formulas for both the Salary
Apportionment and the State
Discretionary Funds allocations are
driven by the students served by a
district, the overall size of a district’'s
student population, and the
experience and education level of its
staff. These serve as basic building
blocks of Idaho’s school finance
formulas:

State
iscretionary
Funds
326.50

22%

Categorical
Funds
$205.20
14%

Average Daily Attendance: Average
Daily Attendance (ADA) is a count of students in attendance each day over a period of time
divided by the number of instructional days in the period.

District Support Units: District Support Units can be thought of as the number of total staff a
district needs to serve its student population, calculated based on the number of students
served across grade levels and the overall size of districts’ student populations. It is the basis of
several other calculations that ultimately determine how much state funding a district receives. It
is not a count of actual personnel employed by a district. It does not differentiate by type of
staff—teachers, administrators, or support personnel. It is simply an estimate of the number of
total school personnel of any type a district needs.

Staff Allowances: For calculating the Salary Apportionment, the formula refines the basic
District Support Units calculation into a separate set of values to differentiate the number of staff
positions of different types that will drive funding for a district. The District Support Unit is

" Based on the most recent data available from the National Center for Education Statistics, in FY2012,
revenue for Idaho’s public schools consisted of 63 percent state funds, 24 percent local funds, and 13
percent federal funds.



multiplied by 1.1 to calculate the Staff Allowance of instructional staff, by 0.075 to calculate the
Staff Allowance of administrative staff, and by 0.375 to calculate the Staff Allowance of

classified (non-certified support) staff.

Education and Experience Index: Differences in
experience and education levels among teachers and
administrators drive different salary costs according to
local salary schedules. To account for this, the Salary
Apportionment formula adjusts for the education and
experience profile of a given district’s personnel through
application of the Education and Experience Index (EEI).
Each instructional and administrative employee in a
district is assigned an index value according to a table
based on years of service and education credentials. For
each district, the index values for all instructional and
administrative employees are averaged to yield the
district's average EEI value for each group of employees
(See Sidebar, Calculating a District’s Education and
Experience Index for an example).

Calculating the Salary Apportionment
Putting these building blocks to use, the Salary
Apportionment formula is essentially a calculation of the
salary and benefits costs attributed to a school district
based on the number of staff required, as determined by
the Average Daily Attendance, District Support Units,
Staff Allowance ratios, and the Education and
Experience Index.

Step One: Converting Students to Staff

The formula begins by establishing districts’ Average
Daily Attendance. For purposes of calculating the Salary
Apportionment, Average Daily Attendance includes the
number of students in attendance through the first Friday
in November divided by the number of instructional days
in that period. (A slightly different calculation of Average
Daily Attendance is used for calculating State
Discretionary Funds, discussed later.)

Calculating a District’s
Education and Experience
Index

Imagine a district with three teachers.

Teacher A holds a master’s degree
and has 5 years of teaching
experience.

Teacher B holds a bachelor’'s degree
and has 15 years teaching
experience.

Teacher C holds a bachelor’'s degree
and is a first year teacher.

The index values associated with
each teacher’s education level and
years of experience found in Section
33-1004A of the Idaho Statutes are as
follows:

Teacher A: 1.34260
Teacher B: 1.39290
Teacher C: 1.00

As a result, the district’s instructional
EEl is 1.2451, or the average of these
three values.

The administrative EEI is calculated
in the same manner based on the
education and experience levels of
administrative staff.

The first step in converting Average Daily Attendance to a staff count is the determination of
District Support Units. The number of District Support Units is calculated by dividing a
district's Average Daily Attendance in kindergarten, elementary (grades 1 to 6), secondary
(grades 7 to 12), and alternative settings by a set of divisors established in statute. The divisors
for each grade range differ according to district enrollment. Secondary grades generate more
support units, and districts with lower enrollment are also favored. District Support Units are
calculated separately for students served in certain special education programs and added to
the regular education District Support Units value. Together, the resulis of those two

calculations yields a district’s total District Support Units.




In the next step, the formula refines District Support Units to the three Staff Allowances for
instructional, administrative, and classified staff. Districts are entitled to funding based on the
lesser of the calculated allowance for each category or the number of actual full-time equivalent
(FTE) employees in that category. Allowances for each category are calculated by first
multiplying the District Support Units value by one of three values set in statute:

o 1.1 for instructional staff
e 0.075 for administrative staff
e 0.375 for classified staff

Statute prescribes separate calculations for very small districts (those with fewer than 40 total
District Support Units and those with fewer than 20 District Support Units) that increase the
number of District Support Units that those districts would otherwise generate under the
formula. Fifty-five out of 115 school districts and 40 out of 45 charter schools have fewer than
40 District Support units. Of those, 33 districts and 26 charters have fewer than 20 District
Support Units.

The calculation for instructional and administrative Staff Allowances factors in an adjustment for
the average Experience and Education Indices for the district. The application of the EEls
increases the staff allowance. The more experienced and/or educated a district’s personnel, the
greater the increase.

The resulting value serves as a proxy for the number of staff—of different types, education, and
experience—associated with the composition of the district’s student population.

District EE Classified Staff
Support Units x 0878, ] Allowance




Step Two: Converting Staffing Levels to Dollars

The funding level for each district’s Salary Apportionment is determined by multiplying each
Staff Allowance value, as adjusted by the district average Education and Experience Index (EEI)
for instructional and administrative staff, by a base salary level for each staff type. Idaho state
law establishes the base salaries at:

o $23,354 for instructional staff
o $32,151 for administrative staff
e $19,249 for classified staff

If the funding associated with the Instructional Staff Allowance is insufficient to fund each
instructional FTE in the district at the state minimum salary of $31,750 plus bonuses paid to
employees designated as Master Teachers, funding is increased by the amount necessary to
meet those minimum requirements. A Benefit Apportionment of 18.04 percent of the Salary
Apportionment is also added.

Administrative x e
Staff Allowance $32,151

Classified Staff
Allowance x $19,249

State Discretionary Funds

Total State Discretionary Funds (also referred to in statute as State Funds for Educational
Support) are determined by the total state appropriation for public schools less amounts
allocated through the Salary Apportionment and Categorical programs. In the FY2015 budget,
Discretionary Funds amounted to $327 million. The leftover amount is allocated to districts
based on the number of District Support Units. The total funding amount is divided by the total
number of District Support Units statewide. The resulting amount is then multiplied by individual
districts’ District Support Unit values to determine the district allocation.

The District Support Units calculation for determining State Discretionary Funds is slightly
different than that used for the Salary Apportionment. For purposes of calculating State
Discretionary Funds, an alternate calculation for ADA is used. Instead of the calculation
described above (based on the students in attendance through the first Friday in November
divided by the number of instructional days in that period), this calculation of ADA includes the
number of students in attendance divided by the number of instructional days for the best 28
weeks of the school year. The divisors used based on grade levels served and district size are
the same for both District Support Unit calculations.



Categorical Funds

The ldaho state budget includes funding for a range of categorical programs. Collectively these
programs received $205 million in the FY2015 budget, comprising 13 percent of state public
education funding. The largest categorical program is state funding for district transportation
costs ($69 million in FY2015). Other categorical programs fund:

o Support for some contracted educational services, such as certain special education
services; tuition-equivalencies paid to districts educating students placed in a residential
facility, like a juvenile detention facility; or tuition paid by districts abutting state borders
on behalf of students opting to attend public school in the adjoining state

e Funding for academic programs, such as dual credit and Advanced Placement

e Funding incentives and stipends for teacher leadership activities, such as teaching dual
credit courses, serving as a teacher mentor, or teaching in a “hard to fill” position

e Support for professional development, district technology, and specific administrative
purposes

Statute requires funding for some categorical programs; for others, funding is a function of
appropriations decisions. Some of these funding streams are allocated among all schools, and
some are based on district-specific circumstances.

State Funding for Capital Expenditures for School Facilities

In addition to funds for school operations, the state provides funds to offset school facilities
costs primarily through four funding streams.

Bond Levy Equalization: The largest facilities support funding stream for school districts is
Bond Levy Equalization. Under the program, state aid is allocated to help fund districts’ interest
and principal payments on locally issued bonds (debt service). Funding is provided as a
percentage of a district’s debt service payment obligations ranging from 10 up to 100 percent.
The percentage for which a district is eligible is determined by a measure of the economic
condition of the district that factors in the market value of taxable property, the unemployment
rate, and the per capita income in the district. The funding allocation favors districts with below
average property values, above average unemployment, and below average per capita income.

The FY2015 state appropriation for Bond Levy Equalization totaled $19.6 million.

Facilities Maintenance Matching Funds: School districts are required to allocate a set amount
of funding for the maintenance of school buildings. The amount is determined based on the
replacement value of the buildings. State funding amounts are provided as a percentage of the
total required allocation, adjusted for economic conditions in the district. Districts with poorer
economic indicators qualify for a higher percentage of state matching funds. Charter schools are
eligible for funding under this program.

The FY2015 state appropriation for Facilities Maintenance Matching Funds totaled $1.7 million.
Per Capita Facilities Allocations: Idaho’s state facilities funding programs are funded in part
from revenue generated by the state lottery. With few exceptions, statute directs that lottery

funds be allocated to districts on the basis of Average Daily Attendance.

The FY2015 allocation from lottery funds totaled $12.6 million.



Charter School Facilities Funds: As of 2014, Idaho charter schools are eligible for a dedicated
funding stream for facilities equal to a percentage of the statewide average of bond funds levied
by districts for facilities. The percentage fluctuates in direct proportion to state appropriations for
public education with a minimum of 20 percent.

The FY2015 state appropriation for Charter School Facilities Funding totaled $2.1 million. In
FY2016, the state is budgeting $250 per enrolled student in on-site schools (charter schools
where student attend classes on campus, as opposed to virtual or distance-learning based
programs).

Charter School Debt Reserve: In the 2015 session, the Idaho Legislature enacted House Bill
309, which establishes the Public Charter School Debt Reserve. This account, funded through
legislative appropriations, will serve as a guarantee on loans taken out by charter schools in
good financial standing, enabling charter schools to qualify for more favorable interest rates.

The FY2016 state appropriation to establish the Charter School Debt Reserve fund will be
determined by the Joint Finance-Appropriations Committee during the 2016 legislative session.

The Role of Local Funds

Idaho school districts have authority to levy property taxes for the support of their public
schools. Such funds are purely discretionary and do not factor into allocations of state funds,
nor are revenues supplemented with state funds to adjust for differences in property values
among districts (a policy often referred to as equalization in other states).

Because charter schools, which are public schools of choice, are generally not tied to specific
geographic boundaries and typically lack taxing authority, they lack access to local revenue. So
although state funding for operations for charter schools is allocated in the same manner as that
of traditional public school districts, the lack of access to local revenues drives disparities in per
student revenue between charter schools and traditional district schools.
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Understanding State School Funding

» The first step toward quality reforms

Finance policies must be linked specifically fo
quality improvements (in education).*

This quote, taken from a piece written by

yEievE the Education Commission of the States
What § mSldE (ECS) nearly 30 years ago, demonstrates
Howdo [undmg fmmu[as that researchers have long recognized the

relationship between quality education reform
and the structure of a state’s school funding
How do states ! about system. However, many policymakers continue

really work?

: to view their state’s school funding formula not
ounting students? as a tool for reform but as a barrier to change.
How are high_need students Policymakers tend to view the way that their
funded7 state funds schools as a byzantine system of

i rules, regulations, and formulas that is only
Whatis not included in the comprehendible to a handful of people. This
state's primary funding perception scares many policymakers away from

even trying to grasp how their funding formula
works. When policymakers don’t understand

the basics of their state’s funding system, it is
difficult for them to determine what changes are
needed to encourage innovation.

formula?

This issue of The Progress of Education Reform
sets out to ease some of the confusion by helping
readers better understand these complex systems,
with the hope that this knowledge will be used to
help support education reform in the states.
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Why school funding stopped being simple

A 1969 study from the Council of Chief State School Officers provides a detailed history of how and why state funding formulas
hecame more complex.? It describes how the amount of state funding for education increased from $44 million in 1900 to $372
million by 1930—a seven-fold increase. By 1960, states were expending $5.7 billion on public education—14 times that of 1930
levels. Such large increases in spending exacerbated issues related to the state formulas.

During the early 1900s, for example, states distributed funds to school districts based on “flat grants” that provided one basic
dollar amount per student to each district regardless of its wealth or need. Because each enrolled student received the same dollar
amount from the state, districts with greater needs and/or lower wealth (ability to raise local revenues) often were on unequal
footing, However, flat grants were easy for the public, parents, and school administrators to understand. Conversely, more affluent
districts received the same amount from the state, even though their communities generated greater local revenues for schools
and might have had fewer low-income or high-need students to serve. This created funding inequities among districts. As state
education funding levels began to dramatically increase, recognition of these variations ultimately pushed state leaders to revise
their funding systems to take into account both a district’s need and relative wealth.

In the 1920s, states began to make use of a new education funding system known as “foundation formulas,” whereby funding is
provided to districts on a sliding scale based on their relative wealth. In the 1930s, states began to further adjust these formulas to
address the extra costs associated with student populations that required a higher level of resources based on their needs, including
those considered “at-risk” of failing, students with disabilities, and students for whom English was not their primary language.

Starting in the 1960s, states began further adjusting their funding formulas with the goal of creating greater equity in funding
among districts. In the 1980s, and continuing to today, there has been a movement to adjust funding formulas further for such
things as regional costs, district size, and performance incentives. Each of the changes made since 1900 was designed to improve
the educational experience of students, especially those from disadvantaged socioeconomic backgrounds. As a consequence, each
brought with it a new level of complexity to state funding systems. Now, instead of receiving a set dollar amount per student as
they did prior to the 1920s, districts receive funding from the state based on a series of complex and overlapping formulas.

Understanding State Education Funding Systems

While each of the 50 states uses a different system, there are more similarities than one might expect. If you understand these
similarities—and know where to look for them in the formula—you will be better equipped to understand what your state’s
formula is capable or incapable of doing.
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Two Basic Ways to Fund Schools

States fund public education either by 1) providing a school district/charter school with a set amount of funding per pupil or 2) by
funding a number of positions (teachers, principals, counselors, librarians, etc.) per school. A study of school funding systems by
ECS found that 42 states fund schools based on dollar amounts per pupil while seven states make use of systems that fund based
on the number of positions. (The state of Hawaii operates as a single school district so it does not require a funding system that
distributes dollars to school districts.)

This of The Progress of Education Reform concentrates on the first model of state funding and explains how state systems that

provide funding on a per-pupil basis function. A separate companion piece will review systems that base their funding on the
number of positions per school.

Step 1.: Starting with a foundation

There are many names for funding systems that provide a dollar amount per student, the most common of which is “foundation
funding.” A foundation formula begins with a per-pupil funding amount that is deemed sufficient to educate a general education
student to state standards (also known as the “foundation” or “base” funding amount). Some states like Arkansas, Maryland, and
Wyoming make use of a foundation amount that has been determined through studies conducted by outside organizations. In
most states, however, the legislature sets a foundation amount based on the available funding at that time.

Step 2: Counting the kids

Each state needs to have a system to determine how it will count students for funding purposes. The following represent the
variations across states:

»  Single day counts (13 states): Students are counted on a single day each year.
o Positives: Easy to administer.
o Negatives: Potential unwarranted district penalties and potential unwarranted district rewards.
= [f students are not in attendance for that single day, the school district does not receive funding from the state.
= If students transfer during the year, districts continue to receive full funding for those students.

»  Multiple single-count days (seven states): Students are counted on a single day during multiple times throughout the year,
often one day in the fall and one day in the spring. The state then funds the average of these two counts.

o Positives: Relatively easy to administer; attempts to take into account shifting student populations.

o Negatives: Puts a great deal of pressure on districts to have their students attend on the count days; districts lose an
incentive to ensure students attend on other dates.

» Counting Periods (six stafes): Some states count students during longer or multiple periods during the school year. Systems
range in states from a single-week count period (Washington) to 40 days (New Mexico and Wyoming).

o Positives: Provides a clearer picture of student attendance than single-count day systems.

o Negatives: Counting periods might not align with shifts in student populations. For instance, if the counting period
does not take place during the late fall or early spring, it might not take into account students who migrate to new
communities during farming season.

»  Average Daily Membership (16 states): Students are counted for funding purposes if they are enrolled in the district for all—
or in some cases, almost all—of the school year.

o Positives: Takes into account student enrollment during the whole school year.

o Negatives: This system only counts students who are enrolled in the districts—not necessarily those students who are
actually attending classes on a daily basis, which eliminates financial incentives for encouraging students to attend
school. -

»  Average Daily Attendance (seven states): Attendance is taken each day—or in some states on the majority of school days—
and the district’s annual student count is the averagde of these daily attendance numbers. Most states that use this system
have some provisions to take into account excused absence for legitimate reasons such as student illnesses.

o Positives: The most accurate way to measure student attendance.
o Negatives: Many state and/or district data systems might not be capable of capturing daily student counts.

The Colorado Children’s Campaign has collected and summarized how each state counts students for funding purposes. Access
the paper on their website.
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Step 3: Weighting the Students

Most states recognize that certain student populations require additional : .
funding to meet state achievement expectations or standards. A recent Special Education - Texas

study by Deborah Verstegen found that 49 states provide additional

funding for special education students, 37 provide funding for English Texas has one of the most robust systems for funding special
Language Learners (ELLs), and 34 for compensatory/at-risk students.3 education. The following are the different categories of special
Many states choose to supply districts with this additional funding by education that Texas recognizes and the weights that they
providing these needier students with additional weights in the funding provide to them in the funding formula:
formula. For example, if a state determines that it would cost districts
20% more to educate an English Language Learner, the formula would
provide ELL students with an additional weight of 0.2. Some states ) )
determine the additional weights for high-needs students through Homebound students 50
studies either run by the state or through third parties. However, most Speech therapy 50
stat.es e.sjtablish the.ir weights through the political process based on the Residential careand treafment 40
availability of funding.

Hospital class 30
What is “Compound Weighting”? ReSourte 1oom 30
Let’s say a state provides an additional weight of 0.3 for “At-Risk” students Self-contained mild moderate 30
and 0.2 for “ELL” students. What happens to an At-Risk student who -
qualifies for ELL services? Does he/she receive only one of the additional Sel{-contained severe 3.0

weights or both? In some states a student can only have one additional State schools 28
weight—usually the higher of the two (i.e., the At-Risk factor funding

weight). However, some states allow for students to have both the 0ff home campus 27
additional weights for At-Risk and ELL—thus providing them with a total Vocational adjustment class 23
additional weight of 0.5 (or 50% more than a general education student). Nonpublic contracts 17
When states allow students to qualify for both weights, this is known as Malnsiream X

“compound weighting.” There is little research on this, and the decision
whether to use compound weighting tends to rest on internal political
decisions and available funding.

The Weighted Student Count

When states add the weights to the student count number, they get the “weighted student count” (WSC) for each school district.
It’s easier to understand this with an example: Let’s say there’s a school district that has 1,000 students—200 of whom are at-risk,
100 who require ELL services, and 20 who are special education students. The state provides an additional weight of 0.30 for
at-risk, 0.20 for ELL, and 1.0 for special education. In this case the WSC would be calculated in the following way:

Classification | Students
General Education 1,000 1.0 1,000
At-Risk 200 0.3 60
ELL 100 0.2 20
Special Education 20 1.0 20
Weighted Student Count for Funding Purposes (WSC) 1,100
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Step 4: Determining the total foundation amount

This is an easy step: to determine the total foundation amount you simply Adiusti . .
) . ; . usting for Special Circums
multiply the per-pupil foundation amount by the “Weighted Student Count.” So, ] g [ P =nces

if the state’s per-pupil foundation amount is $5,000 and the WSC is 1,100 students

(like the example above), the total foundation amount would be $5.5 million. Some states adjust their districts’ foundation
amounts fo take into account certain high-cost

Step 5: Adding Up the tab & splitting the costs circumstances. The most common are:

One point that tends to confuse the media and the general public is who pays the * Differences in regional costs

tab for the total foundation amount. Very often people assume that if the total
foundation amount equals $5.5 million (like the above example), it represents the
amount of funding that the district can expect to receive from the state. However, * High poverty areas
that is not the case. States split the cost of the total foundation amount between
state education funding coffers (themselves) and the local districts, based on each
district’s relative wealth. In theory, a mid-level wealth school district could expect
to get 50% of the total foundation amount from the state and they would have to
fund the other 50% through local revenues. As a district’s wealth increases, it is
expected to pay a higher percentage of the total foundation amount. Conversely,
lower-wealth districts could expect to receive a higher percentage from the state.

* Disproportionately large or small districts

* Isolated school districts

(Click on any of the above topics to leamn more.)

What makes a district wealthy?

Most states measure a district’s wealth based on its taxable property value per student. However, some states like Maryland look
at both the property value and the amount of personal income in a district. This latter option can be beneficial to those school
districts that have a high amount of property wealth but their residents have below average incomes. This is often the case in
seaside vacation towns. Some states have found that it is unfair to label these districts as “wealthy,” so they attempt to adjust the
wealth number by taking income into account.

What if a district wants to spend more?

Most states allow school districts to spend above the foundation amount set by the state. However, all states now have some cap or
restraint in place to limit how much a district can expend above the foundation amount (see a list of each state’s restrictions).

Funding outside the formula

While the majority of state education funding flows through the state’s primary formula, there are other pockets of money that
flow from the state to school districts. These additional funding sources are referred to as “categorical funds.” Categorical funds
are often used to fund particular student groups (when not included in the primary formula), school functions (transportation,
building construction, food services), or regions of the state (rural districts, isolated schools). Most states make use of a half
dozen to a dozen different categorical funding programs, and these programs tend to account for only a small percentage of total
education spending. However, some states—like California, which makes use of over 60 different categorical programs—are more
reliant on this type of funding. No research exists on what number of categorical programs is optimal. The only real problem
that policymakers should watch for is creating so many categorical programs that they make the funding formula unnecessarily
complex and confusing.

Why are transportation costs paid for outside the formula?

The cost of transporting a student varies greatly from state-to-state and from district-to-district. Transportation costs are
impacted by the number of students per square mile, the location of schools (i.e., isolated), various rules and regulations set by
the state, and even by certain state court rulings. The difference in transportation spending per pupil can be stark. According to
the National Center for Education Stafistics, Delaware spends $777 per student, more than three times that of Oklahoma ($245), which is the
lowest spending state. In almost every state, policymakers have found that it is easier to deal with transportation costs separately
from other educational costs. That is why transportation funding often has a funding formula all its own.



Connecting school funding and education reform

State policymakers need to recognize that it is essential to consider their state funding formula
when making decisions on policy changes. They need to understand not only the cost of the new
reform, but how that cost can and will be accommodated in the current formula. For example,
advocates of digital learning assert that until funding can be targeted and tracked to the course
level, growth in access to online courses will be difficult.

For better or worse, meaningful education reform
hinges on a state’s school funding system...

An older report from the Consortium for Policy Research in Education can help policymakers
understand and plan for the cost implications to education reform. How Schools Can Reallocate Resources
10 Boost Student Achievement4 provides information on how schools can find “... sufficient resources
(through reallocation) to implement a wide variety of comprehensive school improvement
strategies, including all the specific comprehensive school designs developed by the New
American Schools, as well as several others.” Included is an interactive tool that district

and state level policymakers can use to determine the cost implications of these new school
improvement strategies. Such tools are helpful when considering changes to a state’s education
system. However, understanding the formula for allocating state dollars is critical. Without such
an understanding, one cannot successfully change the formula—the ultimate driver that will
cause policies to fail or help them succeed.

ECS Resources

ECS state policy tracking database on funding formulas
http:/jwww.ecs.orglecs/ecscat.nsfjWebTopicView?0penView€tcount=-1€RestrictToCategory=Finance--Funding+Formulas

ECS issue site on State Funding Formulas:
http:J/www.ecs.org/htmljissue.asp2issueid=48&sublssuelD=43

Endnotes

1 Alan Odden, School Finance Reform: Past, Present and Fufure (Denver, Colorado: Education
Commission of the States, 1983) p. 5.

2 Edgar Fuller and Jim B. Pearson, Education in the States: Nationwide Development Since 1900
(Washington, D.C.: Council of Chief State School Officers, 1969) p. 180-192.

3 D. A. Verstegen, "Public education finance systems in the United States and funding policies for
populations with special educational needs," Education Policy Analysis Archives, 19 (21), 2011,
http:/Jepaa.asu.edu/ojsfarticlejview|769 (Accessed April 30, 2012).

4 Alan Odden, Lawrence O. Picus, “School Finance Redesign Reports,” (Madison, Wisconsin: Consortium
for Public Research in Education — University of Wisconsin), http://cpre.weeruw.org/finance/reports.php
(Accessed May 15, 2012).
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Idaho Public School Funding

Public Schools are funded primarily from state general funds, and are supplemented by state dedicated
funds, federal funds, and local funds. For FY 2016, the following amounts were appropriated by the
2015 Legislature:

Public Schools IESDB Total
General Funds $1,467,405,500 $8.378,500 $1,475,784,000
State Dedicated Funds 73,930,200 259,200 74,189,400
Federal Funds 264,115,000 223,500 264,338,500
Total Revenues Appropriated $1,805,450,700 $8.861,200 $1,814,311,900
Local Funds (estimated property taxes, not appropriated) 500,000,000 0 500,000,000
Total Revenues $2.,305,450,700 $8,861,200 $2,314,311,900

State general and dedicated funds are distributed to public schools according to statute (Title 33, Chapter
10, Idaho Code) and appropriation intent language (special distributions).

Average Daily Attendance (ADA) is calculated from public school data submitted to the State
Department of Education on a periodic basis. For funding purposes, there are two calculations of ADA:
1) from the first day of school through the first Friday in November, and 2) the best 28 weeks of the
entire school year. A day of attendance is defined in State Board of Education rules and is basically a
minimum of 2 ¥ hours for kindergarten students and a minimum of 4 hours for grades 1-12.

ADA is converted to Support Units, per §33-1002 (4), Idaho Code. The divisors take the size of the
School District’s or Charter School’s attendance categories into consideration. That is, the larger the
ADA, the larger the divisor; the smaller the ADA, the smaller the divisor. In other words, smaller
programs will require less ADA to generate a support unit, and larger programs will require more ADA
to generate a support unit. This results in more funding per student for smaller programs, taking into
consideration smaller class sizes that still require full-time staffing costs.

The Divisors also are a factor in how much is distributed by grade category. For example, a Support
Unit ($90,600 FY 2016 estimated statewide average) equals approximately:

$2,300 per Kindergarten student ADA (divisor of 40)

$3,900 to $7,500 per Elementary (grades 1-6) ADA (divisors from 23 to 12)
$4,900 to $7,500 per Secondary (grades 7-12) ADA (divisors from 18.5 to 12)
e $6,200 per Exceptional ADA (divisor of 14.5)

e $7,500 per Alternative (grades 6-12) ADA (divisor of 12)

Support Units are used to calculate Salary & Benefit apportionment (includes Career Ladder), and
discretionary funds. Support Units based on the attendance period ending on the first Friday in
November are used to calculate Salary & Benefit apportionment. Support Units based on the best 28
weeks are used to calculate discretionary funds.

Staffing is categorized into four areas:

e [nstructional

e Pupil Service
e Administrative
e C(Classified



Instructional staff are placed in a cohort based on FY 2015 experience and education. For Pupil
Services and Administrative staff, an average Experience and Education Multiplier (index) per §33-
1004 A, Idaho Code, is generated and used to calculate Salary & Benefit apportionment. Higher average
indexes result in higher Salary Apportionment; lower average indexes result in lower Salary
Apportionment. These average indexes and Career Ladder average salaries are the primary variables in
determining a school district’s or charter school’s support unit value.

For each Support Unit, the following Staff Allowance ratios per §33-1004, Idaho Code, are used to
calculate Staff Allowance:

e Instructional = 1.021
e Pupil Services =0.079
e Administrative = 0.075
e C(lassified = 0.375

For example, 50 support units provide 51.05 Instructional Staff Allowance (50 x 1.021), 3.95 Pupil
Services Staff Allowance (50 x 0.079), 3.75 Administrative Staff Allowance (50 x 0.075), and 18.75
Classified Staff Allowance (50 x 0.375). School districts with less than 40 support units receive an
additional 0.5 Instructional FTE and an additional 0.5 Administrative FTE. School Districts with less
than 20 support units receive an additional 0.5 Instructional FTE, in addition to the above provisions for
less than 40 support units.

Base salaries for each category (except instructional), as well as the minimum Instructional salary, are
reviewed and set by the Legislature each session.

A School District must employ at least the number of Instructional and Pupil Service staff (with the
following exceptions) in order to receive its Instructional and Pupil Service Staff Allowance [§33-1004
(2), Idaho Code]. This is commonly referred to as the “use it or lose it” provision. Charter Schools are
exempt from this statutory requirement. In FY 2015, school districts could employ 9.5% less FTE than
their staff allowance without penalty. Beginning in FY 2016, this figure shall be reduced by one percent
(1%) each year for each school district in which the average class size, as determined from prior fiscal
year data reported to the state department of education, was at least one (1) student greater than the
statewide average class size. Virtual instructional expenses (up to 15%) may be applied to the
allowance.

Benefit apportionment equals 18.97% of Salary Apportionment and is based on the Public Employee
Retirement System of Idaho (PERSI) and FICA. It is applied to the smaller of the Staff Allowance or
Actual Salaries.

In summary, the amount per ADA that a School District or Charter School receives is generally based
on:

e Size (in terms of ADA)

e Student Mix (grades served)
e Staff hired (Experience & Education Multiplier)

Other Statutory distributions such as Pupil Transportation, Border Contracts, Exceptional Contracts /
Tuition Equivalents, Bond Levy Equalization Support Program, and Lottery are calculated according to
statute and administrative rule. Special Distributions such as Remediation and the Idaho Reading
Initiative are calculated according to appropriation bill intent language.
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Presentation to the Public School Funding
Formula Committee (HCR 33)
April 6, 2016

State Funding of Public Schools - An Overview

Nationwide

Early 1900s States funded public schools based on equal amounts per student. This model was
easy to understand but created inequities between wealthy and poorer districts or regions. Also
widely used were position salary schedules that paid more for secondary teachers than elementary
teachers and often paid women and minority teachers less than non-minority males.

1920s States began using foundation formulas that were adjusted based on the relative wealth of
school districts.

1930s States began adjusting the foundation formulas for specific populations of students with
special needs or non-English speaking students. Single salary schedules emerged to address
discrimination and took into consideration education and experience.

1950s and 1960s Single salary schedules became more common in school districts to address
inequities among staff. “Weighting” of students with special needs also became more common.

1970s Further adjustments for regions and district size.

1990s States began implementing performance measures into formulas and compensating based
on outcomes as a way to increase student achievement.

These approaches all depended on counting students and this can take several forms, such as
single day counts, multiple day counts, period counts, average daily membership, and average daily
attendance. Further, weighting can include compound weighting for students falling into multiple
categories. In addition to foundational formulas, states include other categorical funding, for
example, for facilities, transportation, or school safety.
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Idaho

1960s Idaho state funding for public schools was based on 22 mills times the total state adjusted
assessed valuation and included a weighted average daily attendance multiplier table (sparsity
factor), a steps/lanes multiplier table, and state average cost per student. Section 33-1002, Idaho
Code.

1980s State funding to districts based on support units and state average cost. No statewide salary
schedule prior to 1990s.

1990s Litigation drives reform of public school funding.

e “Select Committee on Thoroughness” was formed in 1993
o Held meetings across the state.

e Result was Senate Bill 1560 (1994 Session)

o New formula using a statewide salary grid, base salaries, and staff allowances.

o Established base salaries. For example, the instructors base was set at $19,328. This
was calculated by taking 82% of the national average instructor salary ($35,000) and
dividing by the statewide index ($28,700/1.4849 index = $19,328).

o Required $90+ million in FY 2015, which was a 17% increase from the General Fund.

2006 HB 1 removed 0.3% M&O local levy and increased sales tax by 1 cent (FY 2007).
2010 Recession during FY 2010 and FY 2011 resulted in significant funding reductions.

2011 and 2012 Students Come First reform efforts in FY 2012 and FY 2013 focused on reallocation
of resources, performance funding, and fractional average daily attendance. Propositions 1, 2,
and 3 reversed these efforts.

2013 Governor’s Task Force for Improving Education formed and resulted in 20 recommendation—s-.

2016 Public School Funding Formula Committee (HCR 33).

Sources:

Understanding State School Funding, The Progress of Education Reform. Education Commission of the
States, Volume 13, No. 3, June, 2012.

History of Teacher Pay. Consortium for Policy Research in Education, at the University of Wisconsin-
Madison, 2012.

Public Education Funding In Idaho. Office of Performance Evaluations, Report #09-01, January, 2009.

A Review of Senate Bill 1560. The Matrix Group, October 1999.
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